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SUB J : KISHI VIEWS ON POLITICAL SITUATION 

SUMMARY. FORMER PRIMIN NOBUSUKE KISHI REVIEWED FOR JAPAN 
COUNTRY DIRECTOR WILLIAM SHERMAN JULY 26 LDP SET-BACK IN 
RECENT UPPER HOUSE ELECTION, AND STATED THAT RESTORATION 
OF PARTY FORTUNES REQUIRES EARLY REPLACEMENT OF PRIMIN 
TANAKA BY TAKEO FUKUDA. END SUMMARY. 

1. KISHI BELIEVES THAT ELECTION RESULTS DEMONSTRATE LOSS 
OF CONFIDENCE OF PEOPLE IN PRIMIN TANAKA S ABILITY TO 
DEAL WITH URGENT PROBLEMS SUCH AS INFLATION. MOREOVER. 
KISHI FEELS THAT POPULAR ASSOCIATION OF PRIMIN TANAKA 
WITH HIGH GROWTH RATE POLICIES OF PAST TENDS TO INSPIRE 
SPECULATION AND SPUR INFLATION. KISHI BELIEVES THAT 
THIS SERIOUSLY REDUCES PRIMIN TANAKA'S ABILITY TO CONTROL 
RENEWED OUTBREAK OF INFLATIONARY PSYCHOLOGY WHICH IS 
LIKELY TO OCCUR THIS FALL UNDER TWIN IMPACT OF RECENT 
HIGH WAGE SETTLEMENTS AND INCREASE IN UTILITY RATES TO 
MEET HIGHER ENERGY COSTS. ACCORDING TO KISHI, AT LEAST 
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TANAKA WILL STEP DOWN AS SOON AS POSSIBLE, ALTHOUGH 
HE AGREES THAT VOLUNTARY RESIGNATION IS HIGHLY UNLIKELY. 

2. KISHI FEELS STRONGLY THAT TAKEO FUKUDA IS ONLY SUITABLE 
REPLEACEMENT FOR PRIMIN TANAKA, AS DEMONSTRATED BY HIS SUC- 
CESS IN ASSUMING CONTROL AND TAKING STRONG 

MEASURES TO COOL DOWN INFLATION DURING RECENT INCUMBENCY 
AS FINANCE MINISTER. KISHI DISMISSED MIKI AS MAN WHO 
APPEALS TO PEOPLE, BUT LACKS THE KNOWLEDGE AND ABILITY TO 
DEVELOP POLICY. 

3. KISHI IS FULLY AWARE THAT PRESENT FACTIONAL BALANCE 
WITHIN LDP DOES NOT INDICATE THAT ANY EARLY TRANSFER OF 
POWER IS LIKELY. HOWEVER, HE IS CONVINCED THAT PENT-UP 
FRUSTRATION F MANY YOUNGER LDP MEMBERS WILL EVENTUALLY 
BREAK OUT IN REBELLION AGAINST PRESENT FACTIONAL BOSSES 
AND PRODUCE QTE SURPRISING CHANGES UNQTE IN PART LINE-UP. 

4. SINCE PRIMIN TANAKA CANNOT BE EXPECTED TO RESIGN 
VOLUNTARILY, KISHI BELIEVES THAT EFFORT SHOULD BE MOUNTED 
TO UNSEAT HIM BEFORE NOVEMBER. OTHERWISE NEW ROUND OF 
INFLATION IS INEVITABLE AND WHOLE PARTY WILL SUFFER. 

5. KISHI DOES NOT BELIEVE SPLIT WITHIN LDP IS IN THE 

CARDS AND THINKS THAT PARTY LOYALTY AND DISCIPLINE WILL 
BE MAINTAINED. 

6. COMMENT: KISHI REFLECTS GROWING CONCERN OF BUSINESS 
ESTABLISHMENT WITH PRIMIN TANAKA'S UNWILLINGNESS TO TAKE 
STRONG MEASURES TO CONTROL INFLATION AND RECOVER DWINDLING 
POPULAR SUPPORT. ALTHOUGH HE HAS TENDED TO OVERESTIMATE 
FUKUDA'S CHANCES IN PAST AND MAY BE WRONG AGAIN, KISHI 
NEVERTHELESS HAS IDENTIFIED A CRITICAL FACTOR WHICH SHOULD 
BE CLOSELY WATCHED. THIS IS ATTITUDE AND ALLEGIANCE OF 
YOUNGER DIET MEMBERS, HERETOFORE GENERALLY IDENTIFIED 
WITH TANAKA WING OF PARTY. IF THEY ARE AS DISSATISFIED 

AND RESTIVE AS FUKUDA AND KISHI BELIEVE, CHANGES COULD 
OCCUR. END COMMENT. 

HODGSON 
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